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Respectfully  subrruiied 


>cott  A.    Seacat 
Legislative  Auditor 


Digitized  by  the  Internet  Archive 

in  2010  with  funding  from 

IVIontana  State  Library 


http://www.archive.org/details/departmentofinstit1986seac 


Office  of  the   Legislative  Auditor 

DEPARTMENT   OF   INSTITUTIONS 
MONTANA   CENTER   FOR  THE  AGED 


Financial-Compliance  Audit 
For   Fiscal   Years   1984-85   and   1985-86 


Members  of  the  audit  staff  involved  in  this  audit  were:  Laurie 
Andres,  Mary  Bryson,  Don  Davies,  Dan  Gaughan,  and  Jim 
Manning. 


TABLE  OF  CONTENTS 

Page 

Administrative  Officials  11 

Summary  of  Recommendations  iii 

Introduction  1 

Background  1 

Workers'   Compensation   Premiums  2 

Prior  Year  Revenue  Adjustments  3 

Internal   Control  3 

Auditor's  Opinion   Letter  and 
Agency   Financial  Schedules 

Summary  of  Audit  Opinion 

Auditor's  Opinion   Letter  5 

Schedule  of  Changes  in   Fund   Balances 

for  the  Two  Fiscal   Years  Ended  June  30, 

1986  7 

Schedule  of  Budgeted   Revenue  -  Estimate 

and  Actual   for  the  Two  Fiscal   Years 

Ended  June  30,   1986  8 

Schedule  of  Budgeted   Program  Expenditures 

By  Object  and   Fund   for  the  Two   Fiscal 

Years  Ended  June  30,    1986  9 

Schedule  of  Additions  and   Deductions  to 

the  Agency   Fund   for  the  Two  Fiscal  Years 

Ended  June  30,   1986  10 

Schedule  of  Receipts  and   Disbursements  - 

Resident  of  Trust  Account  11 

Notes  to  the  Financial   Schedules  12 

Agency   Response  17 


ADMINISTRATIVE  OFFICIALS 

DEPARTMENT   OF    INSTITUTIONS 

Carroll   South  Director  and 

Acting   Administrator,   Mental   Health  and 
Residential   Services   Division 

Curt  Chisholm  Deputy  Director 

Jim  Currie  Administrator,   Management  Services   Division 


MONTANA  CENTER  FOR  THE  AGED 

Gerald    F.    Butcher  Superintendent 

Ron   Balas  Business  Manager 


INTRODUCTION 

We  performed  a  financial-compliance  audit  ot  the  Montana 
Center  for  the  Aged  (center)  for  the  two  fiscal  years  ending 
June  30,  1986.  The  objectives  of  the  audit  were  to:  1)  determine 
if  the  center's  financial  schedules  present  fairly  the  results  of 
operations  for  the  two  fiscal  years  ended  June  30,  1986;  2)  deter- 
mine if  the  center  complied  with  applicable  laws  and  regulations; 
and  3)  make  recommendations  for  improving  center  management  and 
internal   controls. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  costs,  if  significant,  of  implementing  the  recommenda- 
tions made  in  this  report.  The  previous  audit  of  the  center  for 
fiscal  years  1983-84  and  1984-85  contained  three  recommendations 
which  are  still  applicable  to  the  center's  operations.  We  deter- 
mined  that  the  center  implemented  all   three   recommendations. 

BACKGROUND 

The  Montana  Center  for  the  Aged  at  Lewistown  is  a  state- 
operated  facility  for  the  care  of  the  aged  with  aging  related  dis- 
eases, who  are  experiencing  a  mental  disability  requiring  a  level  of 
care  not  otherwise  available  in  the  community,  but  that  is  not  so 
debilitating  as  to  require  the  level  of  care  available  at  the  Montana 
State  Hospital.  Residents  must  be  at  least  55  years  of  age,  ambu- 
latory, and  not  in  need  of  intensive  nursing  care.  The  center  is 
licensed  by  the  Department  of  Health  and  Environmental  Sciences 
as  an   intermediate  care  facility. 

The  center  currently  employs  a  staff  of  approximately  101 
FTE  (full-time  equivalents)  with  one  of  the  FTEs  represented  by 
various  residents  who  perform  part-time  jobs.  The  center  has  the 
capacity  to  house  191  residents.  Currently  occupancy  averages 
about  87  percent  of  capacity. 

Resident  care  and  maintenance  expenditures  are  charged 
against  the  state  General  Fund.  As  required  by  state  statutes, 
residents  are  billed  for  care  based  on  their  ability  to  pay. 
Amounts    received    are    recorded    as    revenue    to    the    General    Fund. 


The  billing  and  collection  for  care  and  maintenance  is  performed  by 
the  Department  of  Institutions  Central  Office,  Reimbursement 
Section . 

The  center's  operation  is  funded  each  year  through  a  General 
Fund  appropriation.  General  Fund  appropriations  for  fiscal  years 
1 98^1-85  and  1985-86  amounted  to  approximately  $2.5  million  each 
year.  The  center  also  received  Special  Revenue  Fund  appropria- 
tions of  $11,503  and  $6,986  for  fiscal  years  1984-85  and  1985-86, 
respectively,  for  the  operation  of  a  canteen  for  the  residents  and 
$400   for   fiscal   year   1985-86   for  donations  to  the  center. 

To  comply  with  Medicaid  standards,  the  center  moved  the 
laundry  from  the  basement.  The  move,  which  caused  a  decrease 
in  bed  capacity  from  199  to  191,  was  completed  in  September  1986. 
The  appropriated  cost  was   $215,000. 

WORKERS'   COMPENSATION    PREMIUMS 

In  May  1985  the  Division  of  Workers'  Compensation  (DWC) 
raised  its  premium  rates  on  compensation  insurance.  The  various 
state  institutions  did  not  have  the  necessary  spending  authority  to 
record  or  pay  the  unanticipated  increase.  Department  officials 
advised  us  that  as  a  result,  the  Department  of  Institutions  (DofI) 
entered  into  an  oral  agreement  with  DWC  to  use  experience  modi- 
fication factors  in  computing  the  insurance  premiums  which  were 
less  than  the  newly  issued  modification  factors.  By  using  the 
adjusted  modification  factors  and  the  resulting  rates  to  record  the 
premiums  on  compensation  insurance,  the  center  understated 
expenditures  and  liabilities  for  fiscal  year  1985-86  by  $55,128.  At 
fiscal  year-end  1985-86  only  $16,103  remained  in  the  center's 
General    Fund   appropriation. 

The  center  did  not  comply  with  section  17-1-102(4),  MCA, 
which  requires  it  to  record  all  liabilities  and  expenditures  on  its 
financial  records  in  accordance  with  procedures  as  prescribed  by 
the  Department  of  Administration  in  the  Montana  Operations  Manual. 
A  DofI  official  indicated  that  because  DWC  did  not  provide  the 
necessary    information    for    the    insurance    rate    increases,    it   was    not 


possible  for  DofI  to  accurately  budget  for  workers'  compensation 
insurance  premiums  in  fiscal  years  1985-86  and  1986-87.  The 
Department  of  Institutions  intends  to  seek  supplemental  appropria- 
tion authority  to  pay  the  increased  workers'  compensation  premi- 
ums. The  overall  issue  will  be  addressed  to  the  DWC  and  the  Dofl 
in   the  current  biennial  audits  of  those  departments. 

RECOMMENDATION    #1 

WE  RECOMMEND  THE  CENTER  RECORD  ALL  EXPENDITURES 
AND  LIABILITIES  ASSOCIATED  WITH  WORKERS'  COMPEN- 
SATION   INSURANCE   PREMIUMS    IN   THE   YEAR    INCURRED. 


PRIOR    YEAR    REVENUE   ADJUSTMENTS 

in  the  canteen  accounting  entity,  for  which  the  Department  of 
Institutions  was  the  administering  agency  during  fiscal  years 
1983-84  and  1984-85,  cash  was  closed  into  the  combined  entity 
using  cash  and  fund  balance.  When  the  Department  of  Institutions 
reestablished  cash  in  the  combining  accounting  entity  the  prior 
year  revenue  adjustment  control  account  was  used.  Cash  should 
have  been  reestablished  using  fund  balance.  The  center  should 
have  reviewed  the  transaction  to  ensure  the  proper  entries  were 
made. 

By  not  using  fund  balance  to  reestablish  cash,  the  prior  year 
revenue  adjustment  account  is  overstated  in  fiscal  year  1984-85  by 
$9,706. 

RECOMMENDATION    #2 

WE    RECOMMEND    THE    CENTER    ENSURE    CASH    IS    PROPERLY 

REESTABLISHED    IN   THE   COMBINING   ENTITIES. 


INTERNAL   CONTROL 

The  residents   receive  checks   from   sources  outside   the  center. 
The    center    has    the    responsibility    for    endorsing    and    depositing 


these  checks.  The  checks  received  by  the  center  are  not  en- 
dorsed immediately  upon  receipt.  State  policy  requires  that  nego- 
tiable instruments  shall  be  restrictively  endorsed  at  the  time  of 
initial  receipt.  The  center  does  not  perform  the  endorsement  until 
the  checks  have  passed  from  the  secretary  to  other  agency  per- 
sonnel. By  not  restrictively  endorsing  checks  upon  receipt  possi- 
ble  loss  or   theft  may  occur. 

RECOMMENDATION   #3 

WE      RECOMMEND     THE     CENTER      RESTRICTIVELY      ENDORSE 

CHECKS   UPON    RECEIPT. 


AUDITOR'S  OPINION    LETTER 
AND  AGENCY    FINANCIAL  SCHEDULES 


SUMMARY   OF  AUDIT   OPINION 

The  auditor's  opinion  issued  in  the  report  is  intended  to 
convey  to  the  reader  of  the  financial  schedules  the  degree  of 
reliance  that  can  be  placed  on  the  amounts  presented.  Except  for 
the  schedules  on  pages  10  and  11,  the  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
(SBAS)  without  adjustments  for  errors  noted  during  the  audit. 
This  is  done  to  convey  the  degree  of  reliance  users  may  place  on 
the  SBAS   information. 

The  qualified  opiniori  on  the  Schedule  of  Program  Expendi- 
tures by  Object  and  Fund  denotes  the  reader  should  use  caution 
when  using  the  financial  information  on  this  schedule.  The  sched- 
ule is  misstated  because  the  center  did  not  record  workers'  com- 
pensation insurance  expenditures  in  fiscal  year  1985-86  as  de- 
scribed in  paragraph  three  of  the  opinion  letter  and  as  discussed 
on  page  2  of  this   report. 

The  unqualified  opinion  on  the  remaining  schedules  presented 
means  that  the  schedules  are  fairly  stated  in  all  material  respects 
and  that  the  user  can   rely  on   the  information   presented. 


STATE  OF  MONTANA 


SCOTT  A.  SEACAT 

LEGISLATIVE  AUDITOR 
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The   Legislative  Audit  Committee 
of  the  Montana   State   Legislature: 

V.'e  have  examined  the  financial  schedules  of  the  Montana 
Center  for  the  Aged  for  each  of  the  two  fiscal  years  ended  June  30, 
1985  and  1986,  as  shown  on  pages  7  through  16.  Our  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  cen- 
ter's financial  schedules  are  prepared  in  accordance  with  state 
accounting  policy.  Accordingly,  the  accompanying  financial  sched- 
ules are  not  intended  to  present  financial  position  and  results  of 
operations  in  conformity  with  generally  accepted  accounting  princi- 
ples. 

As  described  in  Note  8  on  page  15  to  the  financial  schedules, 
the  center  has  not  recorded  a  liability  and  related  expenditure  of 
$55,128  for  increased  workers'  compensation  insurance  premiums 
for  fiscal  year  1985-86.  If  the  center  had  properly  reported  the 
increased  workers'  compensation  premiums,  the  center  would  have 
exceeded  its  1985-86  appropriation  amounts  by  $39,025,  As  a 
result,  liabilities  as  of  June  30,  1986  and  expenditures  for  the 
year  then  ended,  are  understated  by  $55,128  in  the  General  Fund 
and  unspent  budget  authority  in  the  General  Fund  is  overstated 
by   the  same  amount. 

In  our  opinion,  except  for  the  effects  of  unrecorded  workers' 
compensation    premiums   discussed    in    the    preceding    paragraph,    the 


Schedule  of  Budgeted  Program  Expenditures  by  Object  and  Fund 
presents  fairly  the  results  of  operations  of  the  Montana  Center  for 
the  Aged  for  the  two  fiscal  years  ended  June  30,  1986  in  confor- 
mity with  the  basis  of  accounting  described  in  Note  1,  applied  on  a 
consistent  basis. 

In  our  opinion,  the  Schedule  of  Changes  in  Fund  Balances, 
the  Schedule  of  Budgeted  Revenue  -  Estimate  and  Actual,  the 
Schedule  of  Additions  and  Deductions  to  the  Agency  Fund,  and  the 
Resident  Trust  Account  Schedule  of  Receipts  and  Disbursements 
present  fairly  the  results  of  operations  and  the  changes  in  fund 
balance  of  the  Montana  Center  for  the  Aged  for  the  two  fiscal 
years  ended  June  30,  1986,  in  conformity  with  the  basis  of  ac- 
counting  described   in   Note   1,  applied  on  a   consistent  basis. 

Respectfully   submitted, 

James  Cillett,   CPA 
Deputy   Legislative  Auditor 


December   10,    1986 


MONTANA  CENTER  FOR  THE  AGED 
DEPARTMENT  OF  INSTITUTIONS 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Special 
Revenue 

General  Fund  Fund 

FUND  BALANCE:  July  1,  1984              $     -0-  $   1.276 

ADDITIONS 

Fiscal  Year  198A-85 

Budgeted  Revenue                       1,471,651  4,206 

Nonbudgeted  Revenue                       (4,711)  (10,585) 

Prior  Year  Revenue  Adjustments            (631,421)^  9,706 
Support  from  State  of  Montana            1,709,562 

Fiscal  Year  1985-86 

Budgeted  Revenue                       1,789,050  4,409 

Nonbudgeted  Revenue                          "'■''^i  ^^^ 

Prior  Year  Revenue  Adjustments           1, 107,080  

Total  Additions                        5,441,381  7,841 


REDUCTIONS 

Fiscal  Year  1984-85 
Budgeted  Expenditures  2,544,193         3,752 

Prior  Year  Expenditure  Adjustments  8,938 

Direct  Entries  to  Fund  Balance  (8,050) 

Fiscal  Year  1985-86 


Budgeted  Expenditures  2,497,287         3,959 

Prior  Year  Expenditure  Adjustments  747 

Direct  Entries  to  Fund  Balance  2,502        (9,896) 

Support  to  State  of  Montana  395,764^ 


Total  Reductions  5,441,381        (2,185) 

FUND  BALANCE:  June  30,  1986  $     -0-       $  11.302 

^See  footnote  5  on  page  14. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  12  through  16. 


MONTANA  CENTER  FOR  THE  AGED 
DEPARTMENT  OF  INSTITUTIONS 
SCHEDULE  OF  BUDGETED  REVENUE  -  ESTIMATE  &  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1986 


Sale  of 
Documents  &  Grants, Gifts, 

Service  Fees  Merchcindise  Re imbursements  &  Donations 


Fiscal  Year  1985-86 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$l,67it,902 
1.789.050 

$   114,148 


$1,674,902 
1.789.050 

$   114,148 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  6,986 
4.409 

$(2,577) 


400 
0 


^00) 


$    7,386 
4.409 

$    (2.977) 


Fiscal  Year  1984-85 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$1,514,980 
1.471.651 

$   (43,329) 


$1,514,980 
1.471.651 

$   (43,329) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$11,503 
4.206 

$(7,297) 


$   11,503 
4.206 

$    (7,297) 


Tliis  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  12  through  16. 


MONTANA  CENTER  FOR  THE  AGED 
DEPARTMENT  OF  INSTITUTIONS 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 
Total 


Residential  Services 
1986         19S5 


51,19A,082 

A09,0A3 

408,851 

2,011,976 


$1,221,274 

376,812 

399,990 

1,998,076 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Total 

TOTAL  PROGRAM  EXPENDITURES 


50,186 

70,338 

292,611 

281,952 

14,895 

15,439 

3,165 

4,069 

339 

503 

93,441 

107,757 

25,635 

34,238 

2,785 

3,965 

3,959 

3,752 

487,016 


2,254 
2,254 


522,013 


27,856 
27,856 


$2.501.246   $2.547.945 


GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$2,513,390 

2,497,287 

$   16.103 


7,386 
3,959 


;2, 584, 207 
2.544,193 
»   40.014 


3.427   $_ 


11,503 
3,752 
7.751 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and 
Accounting  System.   Additional  information  is  provided  in 
the  notes  to  the  financial  schedules  on  pages  12  through  16. 


MONTANA  CENTER  FOR  THE  AGED 

DEPARTMENT  OF  INSTITUTIONS 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS  TO  THE  AGENCY  FUND 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Property  Held  in  Trust  Balance,  July  1,  1984 

ADDITIONS: 

Fiscal  Year  1984-85  Nonbudgeted  Receipts 
Fiscal  Year  1985-86  Nonbudgeted  Receipts 
Total  Additions 


$451,042 
451,444 


$101,164 


902,486 


DEDUCTIONS: 

Fiscal  Year  1984-85  Nonbudgeted  Disbursements 
Fiscal  Year  1985-86  Nonbudgeted  Disbursements 
Total  Deductions 


439,726 
436,031 


(875,757) 


Property  Held  in  Trust  Balance,  June  30,  1986 


$127,893 


The  transaction  detail  for  activity  in  this  fund  is  not  recorded  on  the  State- 
wide Budgeting  and  Accounting  System,  therefore,  the  totals  for  additions  and 
deductions  were  compiled  by  OLA  auditors  from  the  individual  patient  account 
records  maintained  by  the  center.  Additional  information  is  provided  in  the 
notes  to  the  financial  schedules  on  pages  12  through  16. 
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MONTANA  CENTER  FOR  THE  AGED 

DEPARTMENT  OF  INSTITUTIONS 

RESIDENT  TRUST  ACCOUNT 

SCHEDULE  OF  RECEIPTS  AND  DISBURSEMENTS 


Beginning  Balance,  July  1,  1984 

Receipts: 

Fiscal  Year  1984-85 

Fiscal  Year  1985-86 

Total  Receipts 

Disbursements : 

Fiscal  Year  1984-85 
Fiscal  Year  1985-86 
Total  Disbursements 

Ending  Balance,  June  30,  1986 


$   275,483 
148,050 


63,104 
1,346,270 


$  985,841 


423,533 


1,409,374 


$    -0- 


1 


See  footnote  5  on  page  14. 


The  transaction  detail  for  activity  in  this  account  is  not  recorded 
on  the  Statewide  Budgeting  and  Accounting  System,  therefore,  the 
totals  for  receipts  and  disbursements  were  compiled  by  OLA  auditors 
from  the  subsidiary  system  maintained  by  the  center.  Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  12  through  16. 
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MONTANA   CENTER   FOR  THE  AGED 

DEPARTMENT   OF    INSTITUTIONS 

NOTES  TO  THE   FINANCIAL  SCHEDULES 

FOR  THE  TWO   FISCAL  YEARS   ENDING   JUNE   30,    1985   AND    1986 


1  .      SUMMARY   OF  SIGNIFICANT   ACCOUNTING    POLICIES 
A.       Basis  of  Presentation 

The  center's  primary  accounting  records  are  maintained  on 
the  Statewide  Budgeting  and  Accounting  System  (SBAS).  Resident 
account  records  are  maintained  on  the  Resident  Account  System 
and  resident  care  and  maintenance  records  are  maintained  on  the 
Automated  Billing  and  Accounts  Receivable  System  (ABARS). 
Information  from  these  systems  is  used  to  record  the  systems' 
activities  on   SBAS. 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments  with 
the  exception  of  the  Schedule  of  Additions  and  Deductions  to  the 
Agency  Fund  and  the  Resident  Trust  Account  Schedule  of  Receipts 
and  Disbursements  which  have  been  prepared  from  SBAS  and  the 
center's  subsidiary  detail  ledgers.  The  funds  presented  and  their 
relationship  to  the  state  treasury  fund   structure  are  as  follows: 

General  Fund  -  To  account  for  all  financial  resources  except 
those   required   to  be  accounted   for  in  another  fund. 

Special  Revenue  Fund  -  To  account  for  the  proceeds  of 
specific  revenue  sources  that  are  legally  restricted  to  expen- 
diture for  specified  purposes.  Legislative  appropriation  is 
required   to  spend   from   this   fund. 

Trust  and  Agency  Fund  -  To  account  for  assets  held  by  a 
governmental  unit  as  an  agent  for  individuals,  private  orga- 
nizations,  other  governmental   units,   and/or  other  funds. 

--Agency  -  This  fund  is  used  to  account  for  assets  held 
by  the  state  as  an  agent  for  residents  at  the  center.  A 
checking  account  is  maintained  in  a  local  bank  with 
individual  ledger  records  at  the  center.  A  legislative 
appropriation    is   not  required   to  spend   from   this   fund. 
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--Resident  Trust  Account  -  To  account  for  assets  held  by 
a  governmental  unit  in  a  trustee  capacity.  The  center 
used  this  fund  to  account  for  assets  held  in  trust  in 
anticipation  of  settlement  of  the  class  action  lawsuit 
discussed   in    Note  5. 


B.       Basis  of  Accounting 

The  state  of  Montana  uses  the  modified  accrual  basis  of 
accounting  for  the  General  Fund  and  the  Special  Revenue  Fund. 
In  applying  the  modified  accrual  basis,  revenues  are  recorded 
when  they  are  received  in  cash,  unless  susceptible  to  accrual. 
Revenues  susceptible  to  accrual  are  recorded  as  receivables  when 
they  are  measurable  and  available  to  pay  current  period  liabilities. 
Intergo^'ernmental  revenues  received  as  reimbursements  are  recog- 
nized based  upon  the  expenditures  recorded.  Intergovernmental 
revenues  received  but  not  earned  are  recorded  as  deferred  reve- 
nues. 

Under  the  modified  accrual  basis  of  accounting,  expenditures 
are  recognized  when  the  related  liability  is  incurred  except  for  the 
following  items  which  are  also  considered  valid  obligations  under 
state  accounting   policy. 

1  .  System  development  inter-agency  or  intra-agency  service 
agreements  and  other  professional  service  contacts  may 
be  accrued   at  the  end  of  the  fiscal   year  in  which  created. 

2,  Equipment  expenditures  may  be  charged  against  the 
fiscal   year  in  which  a  purchase  order  has  been   issued. 

3.  Obligations  for  employees'  vested  annual  leave  and  sick 
leave  are   recorded  as  expenditures  when   paid. 


2.   EMPLOYEES'  RETIREMENT  SYSTEM 

The  center's  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS).  This  plan  is  administered  by  the  state 
of  Montana.  Under  PERS,  the  state  contributes  6.417  percent  of 
an  employee's  gross  wages  to  PERS.  All  eligible  employees  con- 
tribute  6.0  percent   of   gross   wages.      The   center's   contribution    to 
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this   plan   was   $101,112    in    fiscal   year   1984-85   and   $101,059    in   fiscal 
year   1985-86. 

3.  VACATION   AND   SICK    LEAVE 

Employees  at  the  center  accumulate  both  vacation  and  sick 
leave.  Employees  are  paid  for  100  percent  of  unused  vacation  and 
25  percent  of  unused  sick  leave  credits  upon  termination.  Accu- 
mulated unpaid  liabilities  for  vacation  and  sick  leave  are  not  re- 
flected in  the  financial  schedules  of  the  Montana  Center  for  the 
Aged.  Expenditures  for  termination  pay  currently  are  absorbed  in 
the  annual  operational  costs  of  the  center.  At  June  30,  1986,  the 
center  had  a  liability  of  $107,408  for  vacation  leave  and  $57,957  for 
sick   leave. 

4.  GENERAL   FUND    BALANCE 

The  General  Fund  is  a  Statewide  Fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus  on  an  agency  schedule  the 
beginning   and  ending    fund   balance  will   always  be   zero. 

5.  NONEXPENDABLE  TRUST    FUND 

The  resident  trust  account  is  recorded  on  SBAS  in  the  Non- 
expendable Trust  Fund.  This  fund  was  used  by  the  center  to 
account  for  resident  moneys  collected  from  the  residents  for  care 
and  maintenance  and  being  held  pending  the  outcome  of  a  lawsuit 
on  behalf  of  the  residents.  The  center  accounted  for  this  fund 
similar  to  an  Agency  Fund  where  no  nominal  activity  is  recorded. 
Consequently,  the  Nonexpendable  Trust  Fund  is  not  included  in 
the  Statement  of  Changes  in  Fund  Balances  but  is  reported  in  a 
separate  schedule.  During  fiscal  year  1984-85,  the  center  made  an 
entry  which  corrected  a  revenue  accrual  made  in  a  prior  year 
relating  to  the  care  and  maintenance  moneys.  During  fiscal  year 
1985-86,    the    center    transferred    the    total    balance    to    the    General 


14 


Fund  because  the  lawsuit  was  settled  regarding  the  holding  of 
resident  money  for  care  and  maintenance.  See  the  Resident  Trust 
Account  Schedule  of  Receipts  and   Disbursements  on   page   11. 

6.  CARE  AND  MAINTENANCE  SERVICE   FEES 

Care  and  maintenance  service  fees  are  funds  received  for 
patient  services  provided  by  the  center.  The  center  receives  care 
and  maintenance  service  fees  from  four  sources:  Medicare,  Medic- 
aid, private  insurance  companies,  and  individuals  responsible  for 
the  patients.  Care  and  maintenance  service  fees  are  deposited  in 
the  General  Fund  and  Special  Revenue  Fund  in  accordance  with 
section  53-1-413,  MCA.  These  fees  are  classified  as  Reimburse- 
ments un  the  financial  schedules  in  fiscal  year  1984-85.  In  fiscal 
year  1985-86,  they  are  classified  as  Service  Fees.  The  Department 
of  Administration,  Accounting  Division,  requested  state  agencies  to 
reclassify   reimbursement  revenues  to  other  revenue  classes. 

7.  AGENCY    FUND   ASSETS 

The  Schedule  of  Additions  and  Deductions  to  the  Agency 
Fund  beginning  balance  at  July  1,  1984,  does  not  agree  to  ending 
balance  of  the  prior  audit  report.  The  July  1,  1984,  balance 
includes  $654  from  the  cash  box.  This  amount  was  not  recorded  in 
the  financial   schedules   in   the  prior  audit   report. 

8.  UNRECORDED   WORKERS'    COMPENSATION    PREMIUMS 

There  is  a  workers'  compensation  liability  that  has  not  been 
recorded  in  the  accounting  records.  The  liability  for  the  center 
as  of  June  30,  1986  is  $55,128.  The  corresponding  expenditure 
has  not  been  recorded  in  the  accounting  records.  If  the  center 
had  properly  recorded  the  liability  and  expenditure  it  would  have 
exceeded  the  appropriations  authorized  for  fiscal  year  1985-86  by 
$39,025. 
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9.      BENEFITS 

The  center  provides  one  meal  per  shift  to  all  employees  as  a 
department-wide  benefit.  The  center  served  20,250  meals  to 
employees  during  fiscal  year  1984-85  at  a  cost  of  $15,973.  During 
fiscal  year  1985-86,  19,803  meals  were  provided  at  a  cost  of 
$15,030. 
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AGENCY    RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TEDSCHWINDtN   GOVERNOR 


STATE  OF  MONTANA 


(406)  444  .-iyfic 


1539  IITH  AVI.  NHF 


HtLtNA  MONTANAiiytbJO 


February  26,    1987 


1.IAR  0  5 1987 

MONTANA  LEGISLATIVE 
AUDITOR 


Legislative  Audit  Committee 

of  the  Montana  State  Le^slature 
Office  of  the  Legislative  Auditor 
Capitol  Station 
Helena,   MT     59620 

Gentlemen: 

Vi/e     have     reviewed     the     audit     report     prepared     by     the     Office     of     the 
Legislative  Auditor  for  the  Center  for  the  Aged. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  the  recommendations  is  attached. 

Sincerely , 

■JL-^ 


part 


V.    SOUTH,    Director 
ment  of  Institutions 


CVS:bt 
Attachment 
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!>\  lOUAl    OPPUhl.jf.i'  r   ItMPlOIER 


RECOPIMENDATION   #1 

WE  RECOr^r''END  THE  CENTER  RECORD  ALL  EXPENDITURES  AND  LIAPILITIES 
ASSOCIATED  WITH  WORKERS'  COFTPENSATION  INSURANCE  PREMIUMS  IN  THE 
YEAR   INCURRED. 

RESPONSE 

The  Center  will  comply  with  section  17-1-102,  MCA  anr"  report  all  liabilities  and 
expenditures  on  its  financial  records  in  accordance  with  procedures  as 
prescribed  by  the  Department  of  Administration  in  the  Montana  Operations 
Manual  with  assistance  and  direction   from  the  Department  of  Institutions. 


RECOMMENDATION  #2 

WE  RECOMMEND  THE  CENTER  ENSURE  CASH  IS  PROPERLY  REESTABLIGHFD  IN 
THE  COMBINING  ENTITIES. 

RESPONSE 

In  the  Canteen  accounting  entity,  cash  will  be  reestablished  using-  fund  balance 
instead  of  the  prior  yep.r  revenue  adjiistment  control  account.  All  entries  will 
be  checked  by  the  Center  to  ensure  that  the  proper-  entries  are  made. 

RECOMMENDATION   #3 

WE  RECOPTMEND  THE  CENTER  RESTRICTIVELY  ENDORSE  CHECKS  UPON 
RECEIPT. 

RESPONSE 

The  Center  is  currently  restrictively  endorsing-  all  checks  received  in 
accordance  with   State  of  Montana  policv  to  ensure  against  possible  theft. 


